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Each year in our series of Montana's Economic
O utlook seminars we present an overview of the
statewide economic outlook as well as an assess
ment of the economy of each seminar city. Since
1976 we have presented our seminars in Missoula,
Billings, Great Falls, and Helena. This year we
presented seminars in those cities in February, and
articles based on the presentations made then
appeared in the spring issue of the Montana
Business Quarterly. In June we presented a similar
seminar in Kalispell, and later in the fall we will do
so in Butte.
The following article is based on the assessment
of the Flathead County economy which was
presented at the Kalispell seminar. Some of the
material, notably that comparing Flathead with
other counties, repeats information given in the
spring Quarterly. Sharp-eyed readers may notice
that a few of the statistics dealing with the other
counties differ slightly from those in the earlier
articles. We updated this information in May,
before the Kalispell meeting, which accounts for
the differences.
Analyzing the Kalispell and Flathead County
economy is difficult because current statistics are
unavailable. Nineteen hundred seventy-eight is the
latest year for which complete information is
available. Data for 1979 will probably not be
available until 1981, at the earliest.
5

Figure 1
Population in Yellowstone, Cascade,
Missoula, and Flathead Counties

Population

Because of the lack of up-to-date statistics, the
Flathead economy must be analyzed in a slightly
different manner than the state or national
economies. Basically, we use a long-range view
point when looking at local economies and we do
not closely examine every detail of the latest data.
The first step in analyzing a small economy is to
identify the general trends over the last ten years or
so. Then the detailed data are examined to pinpoint
the important determinants of the trends. Finally,
these crucial sectors of the economy are analyzed
to determine whether the historic patterns will
continue.
So, the first step is to gauge the long-range trends
in the economy. We have used population,
nonfarm earnings, and per capita income to
analyze the overall economic conditions in M on
tana's major urban areas. Because these indicators
measure different parts of the economy, there may
be short-range differences between them. But,
taken together, data for population, per capita
income, and nonfarm earnings provide a reliable
measure of general economic trends. In order to
put Flathead County into perspective, we will
compare its economic performance to that of
Billings, Great Falls, and Missoula, the other major
urban areas in the state.
6

Figure 1 shows population estimates for 1970 to
1978 for Cascade, Missoula, Yellowstone, and
Flathead counties. We use county data because
legal boundaries are often arbitrary, and because
county data give a better picture of the economy.
For example, it would be meaningless—and
technically impossible—to try to separate the
economies of Kalispell and Columbia Falls. The
population data are graphed on ratio (logarithmic)
scale, and equal slopes denote equal rates of
change.
The population of Missoula County increased
from 58,600 in 1970 to about 69,700 in 1978, an
average compound growth rate of roughly 2.2
percent per year. Between 1970 and 1974, the
growth rate was 2.7 percent per year, as compared
to 1.7 percent per year from 1974 to 1978.
Yellowstone County exceeded 100,000 persons
for the first time in 1977 and contained 104,000 in
1978, up from 87,800 in 1970. The pattern of
population growth in Billings was remarkably stable
since the beginning of the decade; the annual
growth rate averaged 2.1 percent during 1970-74
and 1974-78.
The population of Cascade County increased
modestly during the 1970s. It was 82,200 in 1970 and
84,600 in 1978, an average annual growth rate of 0.7
percent.
In Flathead County, the population grew from
about 39,700 persons in 1970 to roughly 50,000
persons in 1978. This represents an overall growth
rate of 2.9 percent per year—the highest growth
rate of any of the cities examined here. Notice that
the population grew faster during recent years.
During the 1970 to 1974 period, the growth rate
averaged about 1.9 percent per year, as compared
to roughly 4.0 percent per year between 1974 and
1978.
Even though individual cities in Flathead County
cannot be analyzed separately, it may be helpful to
report their populations in order to put them in
perspective. O f the roughly 50,000 persons that the
Census Bureau estimated for Flathead County,
approximately 16,500—about one third—lived
inside the city limits of Kalispell. Similarly, the
population of Columbia Falls was about 3,400 (or 7
percent of the county population), and Whitefish
was about 3,900 (or 8 percent).

Nonfarm earnings
The second indicator of local economic conditions
is nonfarm earnings. Because nonfarm earnings is
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still not exactly a household term, we will briefly
explain what it is and how it should be interpreted.
Nonfarm earnings consist of the wages and
salaries, proprietors' income, and certain fringe
benefits of all working persons—except those
working on farms and ranches. In other words, it is
the earnings of all persons (except those in
agriculture) engaged in the current production of
goods and services; it is sometimes called nonfarm
participation income. Farms and ranches have been
excluded because of the significant year-to-year
fluctuations in agricultural income. In order to
correct for inflation, earnings have been converted
to constant 1972 dollars.
The trend in nonfarm earnings is probably the
most reliable single index of the trend in output
and production in a local economy. It measures
payments to workers, and in most cases there is a
high correlation between economic activity and
the amount of labor required to produce it. These
figures must be interpreted carefully. The growth
rate of nonfarm earnings probably overstates the
actual increases in total economic activity; in
creases in productivity usually cause wages to rise
faster than output and production. That is, a 7
percent increase in nonfarm earnings may be
consistent with only a 3 or 4 percent growth in
output.
One of the most striking features of the graphs in
figure 2 is the effect of the 1974-75 recesssion. We
Montanans tend to think of our economy as being
somewhat insulated from the cycles experienced in
the more industrial regions. These figures clearly
show that a severe economic contraction (the 197475 recession was one of the worst on record)
definitely can affect the urban areas in Montana.
Notice that the effects were not the same in each
city. Billings experienced only a mild slowdown in
its growth rate. On the other hand, there were
sizable declines during 1974 and 1975 in both
Missoula and Great Falls. In Flathead County, the
declines were not as severe as in Missoula and
Great Falls; but, for all practical purposes, there was
no growth in nonfarm earnings during 1974 and
1975. Beginning in 1976, however, the Flathead
County economy turned sharply upward.
Looking first at Missoula, the nonfarm earnings
data clearly show that business conditions may be
divided into three segments. From 1970 to 1973,
nonfarm earnings increased at an average annual
rate of 6.8 percent. The second segment contains
the recession years of 1974 and 1975. Beginning in
1976, however, the Missoula economy turned
sharply upward and nonfarm earnings expanded at
-< ***

Figure 2
Nonfarm Earnings in Yellowstone, Cascade, Missoula,
and Flathead Counties, in 1972 Dollars

an average annual rate of 11.1 percent during the
next three years. This 11.1 percent exceeded the
growth in the other urban areas during any portion
of the 1970s. Overall, in Missoula nonfarm earnings
increased at an average of 6.4 percent per year
between 1970 and 1978.
The economy of Yellowstone County is the least
volatile of Montana's urban areas; it experienced
sustained growth throughout the 1970s. From 1970
to 1973, nonfarm earnings increased at an average
of 7.3 percent per year. The recession was barely
felt in Billings; there was simply a deceleration in
the rate of growth during 1974. Whatever depress
ing effects the national cycle had on Billings were
over in a year; between 1975 and 1978 nonfarm
earnings rose at an average of 6.7 percent per year.
Despite a mixed performance, there was signifi
cant overall economic growth in Great Falls since
1970. Nonfarm earnings increased at an annual rate
of 2.8 percent between 1970 and 1978.
Nonfarm earnings in Flathead County increased
at about 8.2 percent per year between 1970 and
1973. During 1974 and 1975 it was essentially stable.
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Figure 3
Per Capita Income in Yellowstone, Cascade,
Missoula, and Flathead Counties, in 1972 Dollars

“ Per capita income in Flathead
County during 1978 was just
about equal to the average for
Montana.”
But then the economic recovery began in earnest.
Between 1975 and 1978, nonfarm earnings rose at
an annual rate of 10.2 percent per year. This growth
of 10 percent per year is truly noteworthy. Only in
Missoula, with a growth of more than 11 percent,
was the increase greater.
In summary, the nonfarm earnings data suggest
that there was significant economic growth during
the 1970s in all four of Montana's major urban
areas. The biggest news was the very rapid increases
in both Missoula and Flathead counties since 1975.

Per capita income
The final measure of local economic conditions is
per capita income, equal to total personal income
divided by population. Per capita income is often
used to measure economic well-being—that is,
how well-off people are. The major shortcoming of
this approach is that it equates well-being with
money income, and certainly Montanans, especial
ly people living in Flathead County, enjoy many
benefits which cannot easily be converted into
dollars and cents. Further, because per capita
income is a ratio (income divided by population), it
is extremely sensitive to variations in both the
numerator and denominator, and year-to-year
fluctuations must be interpreted with caution.
Therefore, the best way to interpret per capita
income is to examine the long-range trends.
Since 1970, per capita income in both Missoula
and Flathead counties increased at an average
annual rate of about 3.7 percent per year. This is
slightly more than the 3.5 percent annual growth
rate in Yellowstone County, and much greater than
the 2.0 percent per year growth rate in Cascade
County. Despite this rapid growth, however, notice
in figure 3 that the figure for Flathead County still
lags behind the other major urban centers. In 1978,
per capita income in Flathead County was about
$4,600 (1972 dollars), as compared to $4,700 (1972
dollars) in Cascade County, $4,800 (1972 dollars) In
Missoula County, and $5,300 (1972 dollars) in
Yellowstone County.
In comparison, the statewide figure for 1978 was
about $4,600. In other words, per capita income in
Flathead County during 1978 was just about equal
to the average for Montana.
8

Per capita incomes increased significantly since
1970 in all of Montana’s urban areas. This suggests
that despite the crises, shortages, and the energy
crunch, persons were better off in terms of money
income in 1978 than in 1970. The rise in per capita
income may somewhat overstate the improvement;
even though the figures correct for inflation, they
do not account for the growth in taxes which
occurred at the same time.
Table 1 provides a summary of the overall
economic performance in Montana’s major urban
areas during the 1970s. In terms of these statistics,
the economic performance of Flathead, Missoula,
and Yellowstone counties should be ranked about
equal—with perhaps Flathead and Missoula slightly
edging out Yellowstone County. The pattern of
growth was very different in these communities.
Billings has grown at a relatively constant rate
throughout the period. The Missoula economy
experienced very rapid growth only since 1975. In
Flathead County, there was rapid economic growth
early in the decade, and once again after 1975—
corresponding to the recovery phase of the last
business cycle. Even though Great Falls lagged far
behind the other three urban centers, the economy
was certainly not stagnant; there were significant
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Table 1
Average Compound Growth Rates for Economic
Indicators in Montana’s Major Urban Areas 1970-1978
(In Percentages)

0

2 9

2

62
9 7

05

2 9 2
3 5

2 3245
2 8524
.9
15

2
C

5

increases in nonfarm earnings and per capita
income in Cascade County.

Primary industries—the source of
local economic growth
What was the cause of the different rates of growth?
Primary industries are the major determinant of
growth (or lack of it) in Montana's urban areas.
These activities are also called export industries or
the economic base. These industries depend
heavily on markets outside the region where they
are located, or are otherwise influenced by factors
originating beyond the region's borders. The major
examples are agriculture, certain types of manufac
turing, railroads, tourism, and the federal govern
ment. The earnings of workers in export industries
represent an injection of new funds into an area's
economy, which in turn creates additional income
as these dollars are spent and respent in the local
area.
Notice that no reference has been made to the
number of export workers—the persons employed
in the primary industries. It is the amount of
primary earnings which affects the local economy,
not the number of primary workers. It makes little
difference whether $10,000 of primary earnings
represents the salary of one person, or the income
of two workers each making $5,000.
Even though primary industries are a straight
forward concept, they are sometimes difficult to
measure. First of all, some do not correspond to the
Standard Industrial Classification (SIC) codes.
Portions of the tourist industry, for example, are
found in retail trade, services, and other categories.
In addition, data for certain primary industries are

not available. Kalispell serves as a regional medical
center, attracting many patients from the sur
rounding areas. There are very few data concerning
the earnings of health care professionals, let alone
the portion derived from nonresidents.
Changes in the economic base in primary
industries go a long way toward accounting for the
recent economic trends in Kalispell and the state's
other urban areas. They do not provide a complete
explanation, however, and we cannot identify the
cause of each blip and squiggle in the graphs. The
relationship between the export industries and
population, income, and nonfarm earnings is
subtle and complex. There may be time lags, for
example. The following figures for the export
industries should be interpreted with caution. In
many cases, they are “ guesstimates" and are
probably not accurate to the last cent. Hopefully
they are close enough so that the important
features of the urban economies are not mis
represented.
In order to analyze both recent and longer-range
trends in the basic industries, figure 4 includes data
from several years. Kalispell earnings in the export
industries are reported for 1970,1975, and 1978. The
1970 and 1978 figures provide a long-range view of
economic events during the 1970s. The in
termediate year corresponds to the trough of the
last recession. Comparing 1978 to 1975 gives the
economic performance during the recovery phase
of the cycle. In other words, comparing the 1978
figures with those for 1975 gives an indication of
local economic conditions during the upswing
phase of the current business cycle.
Let's look specifically at the export industries in
Flathead County. Before proceeding, we would
once again like to explain what these numbers are.
These are the earnings of workers employed in
these industries, expressed in constant 1972 dollars
to eliminate the effects of inflation. That is, wages
and salaries, proprietors' income, and certain
fringe benefits.
The wood products industry is the largest single
component of the economic base in Flathead
County. The $24 million (1972 dollars) earned by
these 2,000 workers represent almost 35 percent of
total export earnings in 1978. The industry also
represents a rapidly growing segment of the
economic base; between 1975 and 1978, earnings
grew from about $20 million (1972 dollars) to $24
million (1972 dollars), an increase of about 20
percent in just three years. This rapid increase is
very different from the performance of this
industry during the early 1970s. There was a cyclical
lowpoint during 1975, and technically it is unfair to
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compare these figures to those for 1970.
Nevertheless, earnings in wood products remained
stable between 1970 and 1975, as compared to the
22 percent increase between 1975 and 1978.
Included in the preceding figures are the
earnings of loggers in the woods, the employees of
the fiberboard plant at Columbia Falls, the two
plywood plants, the many sawmills, and the other
wood products firms in Flathead County. The only
major exclusion is earnings of independent logging
truck contractors, who haul logs under contract;
these persons are notoriously independent, and
there are few data relating to them.
As just noted, the wood products firms account
for about 35 percent of total export earnings for
Flathead County in 1978. This figure understates the
importance of the forest resources to the Flathead
economy. The U.S. Forest Service is a major
employer in the area, and the earnings of these
workers are classified in the federal government
category. In addition, the Montana Division of
Forestry maintains an office in Flathead County. We
don't have exact figures, but taken together, these

10

two forest-related agencies employ about 400
workers with earnings of about $4.0 m illion (1972
dollars). If we add their dollars to those earned in
the private wood products industry, the forest
resources account for slightly more than 40 percent
of the economic base in Flathead County.
Even though it is hard to remember back that far,
1978 was a very good year for the wood products
industry. In fact, for the industry as a whole, it was
probably the best year of the decade. The growth in
earnings in Flathead County was primarily due to
the hiring of new workers, or having existing
workers put in more hours. During this period,
there were no new wood products facilities and
only minor expansions in production capacity.
We'll have more to say about this later.
After wood products, the Anaconda Company
aluminum plant in Columbia Falls is the second
largest component of the economic base in
Flathead County. It is classified in primary metals
refining. During 1978, average employment was
1,336 workers with total earnings of a little more
than $20 million (1972 dollars). These earnings

Kalispell and the Flathead County Economy/Pat// f. Polzin

represent almost 30 percent of total export earnings
during 1978.
Notice that the earnings in primary metals
refining almost doubled between 1975 and 1978,
from just under $11 m illion (1972 dollars) to $20
million (1972 dollars). This industry was the largest
single contributor to the growth in the economic
base during this period. This increase reflects the
modifications at the Anaconda plant in Columbia

“ Primary metals refining was the
largest single contributor to the
growth in Kalispell's economic
base between 1975 and 1978.”
Falls. These modifications were designed to bring
this facility into compliance with emission stan
dards and also to reduce the need for electricity.
Work on these modifications began in 1977 and was
just completed during April of 1980. Therefore, the
1978 figures correspond to the middle of the
construction period. The people at the plant
believe that total employment will stabilize at about
1,250—this is a bit less than the 1,336 reported for
1978, and suggests that the 1978 figures may slightly
overstate the long-range importance of this
industry to the local economy.
These modifications at the Anaconda aluminum
plant were only designed to meet emission
requirements and conserve electricity. There will
be no increase in production and output. Even so,
the net result will be about 300 new well-paying
export jobs in Flathead County. This will have an
impact on the Flathead economy since those
workers will spend their earnings locally.
The “ other manufacturing” category consists of
several firms producing recreational vehicles and
boats.
The federal government category includes the
workers employed by the U.S. Forest Service, the
Post Office, the National Park Service (which
administers Glacier National Park), the Department
of the Interior (which administers Hungry Horse
Dam), and other federal agencies which maintain
an office in Flathead County. Even though there has
been some growth in the number of federal
employees, the variations in real earnings primarily
reflect changes in the federal pay scale. During the
early 1970s, the pay increases of federal workers
usually exceeded the inflation rate. On the other
hand, the recent changes have been less than the
inflation rate.

A 4

The transportation category consists primarily of
the earnings of railroad workers. The number of
railroad workers has remained relatively stable at
about 500; the variation in earnings is primarily a
reflection of whether or not the wage increases
kept pace with inflation.
The lodging category consists of persons working
in hotels, motels, and other lodging places. It
represents a major component of the tourist
industry in the Flathead. (By the way, these figures
do not include the temporary workers in Glacier
National Park. They are classified as working in
Glacier County.) During 1978, the hotel and motel
workers earned almost $3 m illion (1972 dollars), and
accounted for about 4 percent of the local
economic base. Even though it is relatively small,
the lodging category has experienced significant
growth; earnings more than doubled between 1970
and 1978.
Kalispell is a regional trade center. A portion of
the earnings and employment in retail trade is
derived from the spending of nonresidents and is
classified as export industry. In other words, the
export component of retail trade represents the
combined impact of persons who come to Flathead
County to shop, and the tourists who stop and buy
items or purchase meals at local businesses.
There are no hard data on the number of dollars
spent by nonresident shoppers. The export compo
nent of retail trade is estimated indirectly using data
from the Census o f Retail Trade. Consequently,
these figures for the export component of retail
trade should be interpreted with caution because
they are only rough estimates. O ur estimates show
that earnings derived from the spending of
nonresidents was $1.5 million (1972 dollars) in 1978,
or a little more than 2 percent of total export
earnings. There has been little growth in the
industry during the 1970s. Earnings have only
grown from $1.3 m illion (1972 dollars) in 1970 to
about $1.5 m illion (1972 dollars) in 1978.
The mining and other category includes several
small mines, an oil and gas exploration business,
plus several firms servicing farms and ranches in the
area.
Agriculture represents the net farm income of
farms and ranches in Flathead County plus the
wages and salaries of hired hands. As mentioned
earlier, agricultural income varies significantly from
one year to the next, and we must be very cautious
in trying to discern a trend from the figures
presented here. During 1978, agricultural earnings
were about $3.5 million (1972 dollars), or about 5
percent of the total export earnings base. Even
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though it appears relatively small, agriculture is
much more important in Flathead County than
elsewhere west of the divide. Farms and ranches in
most of western Montana are quite small—and
generally unprofitable. In the Flathead, farms and
ranches depend about equally on the sale of
livestock and grain—and generally fare better than
their counterparts elsewhere in western Montana.
To summarize, earlier we saw that the economic
indicators showed relatively rapid growth in the
Flathead County economy since 1975. The cause of

"The long-range outlook for
wood products is quite rosy.”
this growth is not hard to find; there was a
significant expansion in the economic base.
Further, most of the increase in the economic base
can be traced to two industries: wood products and
primary metals refining. The wood products
industry was riding the crest of the national
building boom and the Anaconda aluminum plant
was in the midst of a significant modification.

The outlook for the 1980s
Up to now, we have been talking about the past.
Let's turn now and look at the outlook for the
Flathead economy. Perhaps the best way to start is
by looking at the important export industries.
First of all, there is wood products. Before
proceeding, I would like to point out the difficulties
of analyzing the current situation. We simply don't
have up-to-date statistics at the county level. But,
the current decline should be kept in perspective.
Nineteen hundred seventy-eight was a very good
year for the industry, and 1979, while not quite as
good, appears to have been better than average.
Therefore, the current decline may be somewhat
overstated because it is relative to a very high peak.
There is one unique feature of this economic
cycle. It appears that the wood products producers
are keeping a very close eye on their inventories
and are reducing production when necessary so
that their inventories do not become excessive.
This means that when the national housing market
recovers, and the demand for wood products
increases, the local firms may respond very quickly
to increase their production and put people back to
work. This suggests that there will not be a long lag
between the national recovery and the recovery in
Flathead County.
We should keep in mind that the wood products
industry in Flathead County is diverse. In fact, next
12

to Missoula, it is more diverse than anywhere in the
state. The industry in Flathead County includes not
only sawmills, but also a fiberboard plant and two
plywood plants. Because of this diversity, the
industry is not as cyclical as elsewhere in the state.
Also, the 1978 data do not reflect the new Plum
Creek Lumber Company sawmill in Columbia Falls.
When it is in full operation it w ill provide about 100
jobs.
The long-range outlook for wood products is
quite rosy. Demographic changes in the population
suggest a continuing strong national housing
market during the 1980s (see “ Population Age
Structure: An Update" in the summer issue of the
Quarterly). The question is the degree to which the
local industry w ill share in this national prosperity.
Probably the most important issue in this regard is
the availability of raw material and the possibility of
reduced supplies from public land.
Finally, we have to keep in mind the changing
character of the wood products industry in western
Montana. There have been numerous sawmill
closings in the past several years. For the most part,
these have been older and relatively small mills. In
some cases, they have been replaced by new, more
efficient facilities—such as the Plum Creek plant. In
other cases, we have new plants designed to
process different forms of wood fiber—the expan
sion of the pulp mill in Missoula is a good example.
In short, I think we w ill continue to see the wood
products industry gradually change from an
industry which once was one dominated by
relatively small firms to one with fewer but larger
firms having greater capital investment and able to
produce a wider variety of products.
In summary, the wood products industry will
continue to be the dominant export industry in
Flathead County. But it is unlikely to be a major
source of future growth.
The second most important factor is the
Anaconda aluminum plant. As we saw earlier, the
plant modifications were the cause of the recent
growth in earnings and employment. Officials at
the plant anticipate that employment w ill stabilize
and are not looking for further expansions. The real
problem is the availability of reasonably priced
electricity. Anaconda has been notified by
Bonneville Power Administration officials that they
w ill not renew the company's contract for electrici
ty when it expires in 1987. If this happens, the
Anaconda Aluminum Company would have to turn
to other sources of electricity, and probably pay a
significantly higher price for it. Nineteen hundred
eighty-seven is still a long time away, and this issue
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may be resolved by some current legislation in the
U.S. Congress.
The possibility of a regional shopping center is an
important issue in Flathead County. Earlier we saw
that Kalispell does serve as a trade center and that
retail trade does make a contribution to the local
economic base. A major shopping center in
Flathead County may entice shoppers from outside
the area or entice local residents to shop at home
rather than in Missoula or Spokane. The economic
impact of a regional shopping center should be
kept in perspective. Sales to nonresidents and the
gain from people shopping at home would only be
a small portion of total retail sales, and they would
represent only a tiny component of the local
economic base. Further, even in Billings, which is
by far the major retail center in Montana, it was the
growth in wholesale trade—rather than retail
trade—which was the major contributor to
economic growth. In short, a major new shopping
center will provide some stimulus to the local
economy, but it is unlikely to be a major factor
affecting long-range economic growth.
Some of you may think I am too pessimistic—or
just plain wrong. The relatively modest growth in
the economic base does not correspond with the
appearance of prosperity in the Kalispell area. New
homes and apartments are occupied as soon as they
are built, there are more cars on the road and the
traffic congestion has become worse, and new
businesses are opening each week. Our discussion
of the age structure of the population in the
summer issue of the Montana Business Quarterly
explains many of these phenomena. For now we
would point out that the postwar baby crop has
probably biased many of these variables and made
them unreliable indices of true economic growth.
We are not saying that all the hustle and bustle is an
illusion; the data do indicate moderate growth in
export industries. Much of the apparent prosperity,
however, is due to our children growing up,

moving into their own apartments,buying cars, and
other activities of young adulthood. These impacts
of the postwar baby crop will not cease in the next
few years. But, they will end during the next

"W e look for continued growth
in Flathead County, but
probably at a slower rate than
experienced in the late 1970s."
decade. The artificial prosperity will disappear, and
some people may be surprised to see what remains.
New export industries and ever-increasing basic
employment are sometimes thought to be the only
method for obtaining prosperity and economic
growth. The recent experiences in Flathead County
contradict this reasoning. Almost all of the growth
since 1970 was in existing primary industries. In
addition, export employment grew only modestly,
and most of the stimulus came from increased
earnings of existing positions. This suggests that the
existing firms and industries should not be
forgotten. Factors which increase the real earnings
(after correcting for inflation) of workers in the
primary industries will also lead to growth in the
economic base, and will play a crucial role in
determining future economic growth in Flathead
County.
Putting it all together, we look for continued
economic growth in Flathead County but
probably at a slower rate than experienced in the
late 1970s. The rapid expansion since 1975 was due
to the fortunate coincidence of two events which
may not be repeated—several very good years in
the wood products industry and a significant
expansion in the employment at the Anaconda
aluminum plant. In short, we look for continued
economic growth, but at a slower rate than
experienced in the late 1970s.
n
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ANDREW C. SIGLER

Andrew C. Sigler is Chief Executive O fficer and
Chairman of the Board of Champion Inter
national, Stamford, Connecticut. He has a
Master of Business Administration degree from
the Amos Tuck Graduate School o f Business at
Dartmouth College, and he has been with
Champion, in various capacities, since 1956.
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Mr. Sigler addressed the thirty-third annual
scholarship awards banquet o f the School of
Business Administration at the University of
Montana, Missoula, on May 9 o f this year. The first
portion o f Mr. Sigler's presentation was directed to
the students in the audience. In his wide-ranging
remarks, he also discussed Champion Inter
national's role in Montana, and the current status of
the wood products industry. At the conclusion of
those remarks, Mr. Sigler invited questions from
the audience, which also included University of
Montana faculty and administrators, and represen
tatives o f the state's business community. A wide
variety o f topics was discussed. We've included
here excerpts from that discussion which we
thought would be o f interest to Quarterly readers.
Champion International is one o f the largest
wood products firms in the nation. It has extensive
timber holdings in western Montana, a large
plywood plant in Bonner, a pulp and paper m ill in
Frenchtown, and several sawmills. It is one o f the
largest sources o f employment in the Missoula
area. Much o f Champion's holdings were purchas
ed from the old Anaconda Company.

It's a real pleasure for me to be here, and it is a
privilege for me to watch students like yourselves
receive awards for your achievements.
I'm here because Montana is very important to
Champion. It's important for me to see and hear
what you think about, what goes on in this region of
the nation. We touch lots of people's lives. In
Missoula, Champion affects not only its employees
and, obviously, customers and suppliers, but also
the entire community. We find ourselves dealing
with lots of different people on lots of different
issues. The problems of our society today are very
complex and time consuming. And the skills to deal
with these issues are very different than the skills
that are required just to grow trees and make paper
and plywood.
That's why I think it is appropriate for me to be
here. You are completing four years of education.
The goal of that experience has been to learn the
basic skills needed to operate in the world of
business. But the problems facing society are so
complex that as you begin your first job you will
really be starting yet another facet of your educa
tion.
The first message or tip that I want to give you is
that there are many things that you just can't learn
in school because no one has really learned how to
teach them. You have to learn them on your own,
and, unfortunately, many people never do learn
them. There's an old saying that academic achieve
ment is a great predictor of future academic success
and little else. You just can't look at transcripts and
understand or predict how a person will act in a
crisis or how valuable a person will become as a
member of a team.
Business in modern society needs many
specialists, and I think, generally, that we train them
very well. But the world also needs people with
sound judgment, people who can think concep
tually, people who can work well with others,
people who have the courage to make lonely
decisions, and perhaps most importantly, people
who have a sense of humor. Schools can train you
to analyze and organize, and they do their best to
expose you to the wisdom of others. They can offer
you chances to try new things, and I think schools
have done an amazing job compared with what I
went through twenty-five years ago. But schools
can't give you good judgment, they can't instill in
you leadership abilities, any more than they can
improve your sense of humor. Somehow, you must
acquire all those things on your own.
Now, to get down to the practical. I'm sure you
are all wondering where you are going to go and

how things will be next year. There is a job out there
for you. And I'm viewing the economy from the
perspective of an industry that is in worse shape
than any in the country right now. The wood
products industry is absolutely terrible. The con
struction industry is almost out of business.
Housing starts this year are going to be practically
nothing, and no matter what you read about
mortgage rates going down, housing starts are not
going to come back until 1981; we hope that soon.
The economy is in a real downturn. It is plunging
much faster than our statistics have an ability to
catch up with.
Despite all that doom and gloom, this is the
greatest economic system in the world. I heard a
fascinating figure the other day. In the 1970s, this
country created 22 million new jobs. That's more
than the total work force of Germany, or France, or
Great Britain. It's a marvelous system, and there are
jobs out there. But you've got to live flexibly, and
some of you might have to relocate to an area
which might not be your first choice. And you’ve
got to be willing to work hard and enjoy getting a
job done.
Industry in general is a lot better at recruiting
now. We work very hard at it. If you've ever read a
corporate annual report you've noticed that the last
paragraph always says, "But all this wouldn t be
possible without the great employees. . . ." Every
one is like that. It sounds terrible, but it's true. And I
think we all recognize that the only way to build a
successful company is to bring people in and work
them up through the system. So we work very hard
at it. We do a pretty good job of matching people
with jobs, and we are reasonably confident of our
ability to choose the kind of person who can work
for us, and will work out well for us. But the
initiative, as much as we go out and recruit, has to
be yours. So don't be self-conscious about selling
yourself. This is maybe the biggest sales job you'll
ever do, and you've got the credentials, so get out
there and show them, and work at it.
My best advice is to go out and enjoy work and
work hard and expect that you're probably going to
fail once or twice. I don't think anyone who has
ever amounted to anything hasn't failed a few
times. One of the important things to remember
when looking at a company or at management is
that you might not ever know how good a group of
employees is until you see them in bad times,
struggling. Anybody can ride the easy times. And I
expect that most of you as you begin your career
will probably change jobs once or twice, but that's
healthy.
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In pursuing a career, remember that getting
there is not half the fun, but, as the saying goes, it's
all there is. If you're always thinking about what it's
going to be like when you finally succeed, you're
going to miss an awful lot. So the last thing you need
to do is worry about the next job while you're
working on your first one.
I guess maybe the most important thing in my
series of comments to you is that you should get
outside your job and participate in the world.
Broaden your perspective. Help others and get
yourself a reasonable sense of proportion. We're in
a society today that's confronted with very difficult
decisions. The only way that we're going to come to
grips with our problems is to have people who stay
informed, interested, and involved making the
decisions. Let s find a way of dealing with major
social problems that can replace the method of
confrontation that we've used for all our systemic
changes, the major ones in the last twenty years.
We're beyond simple questions and simple solu
tions. Modern society, in this nation at least, has
reached the point where things are too difficult to
be dealt with that way.
After his opening remarks, Mr. Sigler invited
questions from the audience. Following are
excerpts from his answers.

Women in the work force
There is no job at Champion International that a
woman cannot do. Absolutely. For the last few
years, fully 25 percent of our new employees have
been women, in all categories: engineers,
foresters, whatever. The process of providing equal
employment opportunities is well underway.
Women are working up through the system. In ten
years the problem will be one that's generally
behind us. The same is true with minorities. Now
one of the things I keep hearing is “ There aren't any
jobs left for m en." That's ridiculous. The system can
generate jobs for everyone.

Environmental problems
Many of you in the audience, faculty members and
those from the business community, were here
during the original problems at the Champion
Packaging (Hoerner-Waldorf) mill. There were
demonstrations, petitions, and lawsuits as a result.
What went on here was representative of what was
going on all over the nation. During the late sixties
and early seventies, society decided it was no
longer willing to live in its own garbage. I realize
16

that sounds trite, but that's what it amounted to.
And that happened here in Missoula.
The decision to clean up the environment was
made by society as a whole. No industry, no single
company or group could make that judgment. And
the decision was a good one, a necessary one. With

“ Now, some twenty years after
the Missoula pulp m ill was
constructed, we have cleaned
up over 90 percent of its
__________ emissions.” ______
some exceptions, industry has complied with that
judgment. Where does the wood products industry
stand? What about Missoula?
Now, some twenty years after the pulp mill was
constructed, we have cleaned up over 90 percent of
its emissions. I'm very proud of what the industry
has done. I think we're one of the few that can say
we're in compliance and up to standard across the
board.
But where are we today? We're now at the point
where we're dealing with pollution that can hardly
be measured. And we've reached the point where
cutting our emissions by an additional three or five
percent might cost two or three times more than it
did to reduce the first ninety-some percent. Yet
there are those segments of society which, for
sometimes justifiable reasons, would like to see us
achieve that. Here is where the problem, and
solution, are no longer simple. You don't get that
for nothing. The single biggest inflationary pressure
on industry in the last twenty years, with the
exception of the OPEC oil price increases, is what
we have paid to clean up the environment. How
shall we make this choice?
People talk about preserving the public interest.
Cleaning up the environment costs an enormous
price. Is it in Missoula's public interest to have no
emissions or a reasonably competitive industry?
Can we have both at the same time? Would it be
worth the millions it could cost to decrease the
emissions by an additional 3 or 5 percent if it makes
our industry less competitive?
Added to these complex problems is the
situation here. The Missoula Valley is subject to
inversions. A lot of Missoula residents burn wood
for heat. There are many, many automobiles.
Industry is not the only problem. That's why this is a
difficult issue. We've accomplished a lot. We've
done about as much as we can do, technically. But
we as a corporation are still going to see what else
we can do.

The Complex Challenge of the Future/Andrew C. Sigler

Corporate ethics

American productivity

This afternoon I met with a group of the MBA
students enrolled here at the University's School of
Business. Some of them asked about the ethics
issue. They asked about the lawsuits and court cases
involving the Ford M otor Company's alleged lack
of corporate responsibility in marketing Pintos.
And they asked a few other questions. But the
underlying question was, what about ethics?
Remember, I have the perspective of someone
from a large corporation. But, it is inconceivable to
me that representatives of a large corporation,
people like the men and women I know, would sit
around a conference table and say, "W e know that
product is dangerous or unhealthy, but we make a
lot of money with it, and therefore we'll keep
producing that product." I find absolutely incredi
ble the fact that there are people who believe that
decisions are made that way.
I w on't maintain that business people don't make
mistakes. Hopefully we make fewer mistakes every
day, and we acquire the good sense to realize our
mistakes and correct them. And there are many
mistakes made because we are just plain ignorant.
But I have never seen any situation like the one I
just described. And it bothers me that young
people like you would wonder if the pressures in
the business world are so great that those making
decisions completely lose their perspective.

I don't know if my view is a conventional one, but in
our business productivity is investment. Champion
is a process business. A lot of the problems that we
face today are the disincentives to invest. If we want
to produce more units from a plant, we must spend
more money for better equipment. I don't believe
there is a work ethic problem. I think we have a
tremendously strong work force in all parts of the
country. Usually where we have good workers we
also have good management.

Champion’s future in Montana and
the world
It seems to me we have about 2,500 employees
here, and our total employment in the United
States is slightly under 40,000. We are investing
between $150 and $160 million in our Frenchtown
pulp mill expansion. Including the Bonner
operations, our installation here probably has a
book value of nearly $300 million. Our total assets in
the United States are probably worth about $3.2
billion, and that includes our timber holdings,
which are always undervalued.
In short, Missoula and western Montana are very
important to Champion. We have expanded the
Bonner operation, and acquired all the former
Anaconda Company holdings. The pulp mill was
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acquired only recently, but it has worked out
extremely well.
We will be here in the future. We're not "cutting

“ Missoula and western Montana
are very important to
Champion.”
and running." Our foresters love to plan things for
the next fifty years.
This industry is cyclical. The downtime at the
Bonner mill in April caused us to lose money. And
we've had downtime at plants all over the country.
Right now there is no market. The slump came
quickly, we had a big inventory, and we had to shut
down to work the inventory down. But the volume
will come back.
And we are a future-oriented company. If we
plant a tree here, we can harvest it in fifty years.
Perhaps I won't be alive when those trees that we
are planting now mature. But we have faith in the
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future, and you can believe that if we plant trees
now we will be here when they have matured.
The forest products industry is a basic industry.
We are an integral part of the economic system; we
provide the cheapest and best way to package
products, in addition to all the other things we do.
The seventies saw a tremendous growth in the
information storage retrieval process — data
processing, computers — and this has been a great
boon to our industry. We see the general economy
holding and growing, and we see our industry with
an important position in it.
Changes occur very slowly. O ur industry, and
most industries, plan for ten or twenty years at a
time. The big fear, I think, is not whether we can
make the economic system work. The big fear is the
instability in the world — the atmosphere of unrest
which could lead to another war. But I see our
economy as basically strong, despite our current
problems. I see a bright future for our industry. And
Montana is very important to our industry.

□
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In Defense of Montana’s Coal Severance Tax
RUDYARD B. GOODE

In 1975, the Montana Legislature enacted a coal
severance tax. The Legislature decreed that the
money collected through this tax be divided
between the state budget general fund, an
education trust fund, specific coal impact aid
programs and other earmarked funds, and a
constitutional trust fund for future use. Whether in
the general fund or in a specifically earmarked
fund, the coal tax money is to be used to alleviate
both the direct and indirect effects of coal mining
in the state. Since Montana's tax was adopted it has
raised over $200 million.
Recently, the coal severance tax has generated
considerable controversy. A lawsuit by utility and
mining companies as well as proposed federal
legislation have focused attention on the state's tax.
In August, the U.S. Senate Committee on Energy
and Natural Resources heard testimony concerning
a proposed amendment to the Powerplant and
Industrial Fuel Use Act, which was enacted by
Congress in 1978. This amendment, if approved by
both houses of Congress and signed by the
President, would lim it the severance tax on coal
mined or produced on Indian or U.S. government
land to 12.5 percent of the value of the coal
produced. Montana's current tax rate for such coal

is 30 percent, highest in the nation. (Wyoming's tax
of 17 percent is the only other tax which currently
exceeds 12.5 percent.) Similar legislation has been
introduced in the House of Representatives.
Several Montanans were asked to testify in
opposition to the proposed amendment. Among
them was Rudyard Goode, Professor of Finance at
the School of Business Administration at the
University of Montana, Missoula. He confined his
remarks to a discussion of fiscal federalism, tax
exportation, and the role of the market system in
facilitating adjustments to taxes. We felt that Dr.
Goode's prepared statement would be of interest
to Quarterly subscribers, and we chose to include it
as this issue's "Economists' Notebook" column.
Other Montanans who testified in opposition to
the proposed legislation were Governor Thomas
Judge, Lt. Governor Ted Schwinden, state Attorney
General Mike Greely, state senators Tom Towe and
Jean Turnage, and Mary Craig, Director of the
Montana Department of Revenue. As of
September 1 the Senate committee had not
resolved this issue, and Montana Senator John
Melcher, member of the committee, expects that
the issue will not be resolved during the current
session of Congress.
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M y name is Rudyard Goode. I am professor of
finance at the University of Montana. I'm grateful
for the opportunity to oppose S. 2695, a bill to
amend the Powerplant and Industrial Fuel Use Act
of 1978.
My statement in opposition touches briefly on
three major points: (1) The proposed legislation
does violence to the long established principle of
fiscal federalism. (2) Tax exportation, the shifting of
one state's taxes to residents of other states, is a
common and apparently growing phenomenon.
(3) Should any state tax, not just severance taxes, be
"to o high," there is an adequate and available relief
and adjustment mechanism in the form of the
market system. Let me elaborate a little on each
point.

revenue producing (tax) structures have evolved
based on considerations (1) appropriate to that
jurisdiction and (2) presumably reflecting popular
will as displayed through the legislative process.
Tax exportation. A feature of many taxes is that
the person or organization paying the tax initially
does not bear the full economic burden of the tax.
Instead some or maybe all of the tax is said to be
"shifted" to others. Inherent in the controversy
surrounding severance taxes is the im plicit assump
tion that little, if any, of the tax burden is borne by
the initial taxpayer. A good bit of objective analysis
supports this assumption.
Considerations of equity are not fully served by
looking at an individual tax in isolation. Instead, we
must look at all taxes levied by a state and then try to
establish the resting place of all the tax burdens
imposed in that state. Should portions o f the taxes
levied in one state come to rest on residents of
other states, we say that some of the tax burden has
been exported. Now tax exportation is not an evil to
be eradicated at any cost. In fact, it's unavoidable
given the extensive interstate economic activity in
our nation. And what really counts is not whether
some part of the burden of a single tax is exported
but to what degree is the burden of all of a state's
taxes exported. This matter of aggregated tax
shifting among states, tax exporting, has not been

Fiscal federalism. One of the essential
characteristics of our governmental system is a
division of powers and responsibilities among the
several levels of government. A major manifesta
tion of this separation of powers is the freedom of
states to raise revenues from diverse sources.
Indeed, the founding fathers recognized the lack of
uniformity in the natural, physical, social, and
human resources of the several states and wisely
avoided extensive limitations and proscriptions on
the rights and powers of the states. Thus, state
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$ Mineral Fuels Taxation in the Old West

analyzed nearly as intensively as has the shifting and
incidence of individual taxes. Perhaps the complex
ity of the analysis inhibits a more vigorous effort.
I believe I can serve this committee well by
recapping briefly some findings from a recent study
which looks at, among other things, the interstate
incidence of state taxes in 1962 and again in 1977.
This analysis proceeded from the work of Charles
McLure in the 1960s and updated his 1962 findings
by applying his approach to 1977 data. Let me quote
from the Executive Summary of Mineral Fuels
Taxation in the O ld West Region, prepared for the
University of Montana by Mountain West
Research, Inc.
State income taxes, taxes on production, consumption, and
corporations, property taxes and severance taxes were
examined. The results of the 1977 update are very revealing.
O f th e e le v e n states e x a m in e d f o r a ll ta xe s, o n ly M o n ta n a ,
N e v a d a , a n d W y o m in g d i d n o t in c re a s e th e p e r c e n ta g e o f
t h e i r s ta te ta x c o lle c tio n s e x p o r te d t o re s id e n ts o f o t h e r

As Tables 1 and 2 illustrate, both
Michigan and Nevada export a larger share of their 1977
taxes in the short run than any Old West state, while Nevada
also exports a greater share in the long run. . . . South
Dakota ranks eleventh in both short and long run. O v e r a ll,

s tates in th e lo n g r u n .

th e r e ha s b e e n a s lig h t in c re a s e in th e d e g r e e o f in te r s ta te
ta x s h iftin g a m o n g a ll

2

states.1 (Emphasis added.)

’Mountain West Research, Inc. Mineral F u e ls T a x a tio n in th e
O ld W e s t R e g io n (Billings, 1979), pp. viii-ix. Prepared for the
University of Montana under a grant from the O ld West
Regional Commission.

Let me reiterate the two emphasized con
clusions. From 1962 to 1977, (1) Montana and
Wyoming did not increase the long-run percentage
of state taxes exported to other states; and (2) the
extent of tax exporting for all states has increased
slightly. Thus, while it may be charged that
Montana and Wyoming have unreasonably
directed tax burdens to the residents of other
states, there are indications that other states have
also increased the export of their taxes and to a
greater degree than have Montana and Wyoming.
Market system. And now to the final point, the
role of the market system in alleviating or
moderating “ excessive” charges and in facilitating
changes in production and/or consumption.
Frequent reference is made to the “ excessive” level
of the Montana coal severance tax. While the
nominal rate is 30 percent, it must be emphasized
that this rate applies to the cost of coal at the mine
and the costs of production and therefore prices
are very low relative to the prices in other mining
areas. If one is to be impressed by large numbers or
multiples, then in several instances the costs of
transport of Montana and Wyoming coal are more
than 200 percent of the cost of the coal at the mine.
What should be national policy with regard to
coal severance taxes? Certainly not that embodied
in S. 2695 and similar legislation which would
establish a statutory maximum. I suggest very
strongly that a more viable, reasonable, and indeed
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a more economical approach would be to let the
market system operate. If a severance tax or any
other element of final cost becomes excessive (and
there is no way a priori to determine the ex
cessiveness of a severance tax), then the market
mechanism will tend to reduce demand, augment
competing supplies, and encourage the develop
ment and use of substitutes. Notwithstanding what
appear to be long adjustment periods in the electric
utility industry, proclaiming reliance on the market
system for fuel supplies may well shorten an
ticipated adjustment periods and cause a focus of
effort and activity on those cost elements holding
real promise for achieving consumer relief.
And may I close with a relevant observation that

contains more than a wee bit of irony? That the
market system is expected to work can be noted in
the recent proposals to suspend temporarily all or
part of the sales or excise taxes imposed in some
states on the sales of automobiles. According to
recent Wall Street Journal articles General Motors
estimated that the suspension of the Michigan 4
percent sales tax would reduce the cost to the car
purchaser (and revenue to the state) by $300 per
car. The revenue loss of course was to be made up
by the sales of more cars. No one to my knowledge
contends that the sales or excise taxes on cars is too
high but there is no doubt that a similar kind of
adjustment would have been in order had the taxes
been too high.
□

Now Available
M O N T A N A 'S FOREST PRODUCTS INDUSTRY:
A DESCRIPTIVE ANALYSIS
by

Charles E. Keegan III
report includes detailed analysis o f the operations o f the wood products industry in
w'thJ P e° a l emphasis on the sources o f its timber and the uses it makes o f that
twnber In addition, there is considerable information on the structure o f the industry,
Z l L 3rer l ° r 7 anuftf Ur! d wood Pr°ducts, and the industry’s place in the Montana
, u ° n° 7 , T,he. antayS'S'Sbal ed, r 3 1976 industry-wide survey and utilizes information from
the Forest Industries Data Collection System.
Available at a cost of $5 from
Bureau of Business and Economic Research
School of Business Administration
University of Montana
Missoula, MT 59812
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Is there a
generation gap?
A brief look at the work habits and
voter participation of today’s young people.
PAUL E. POLZIN

In the past few years we have presented several
articles in the Montana Business Quarterly which
examined the changing age structure of the
population and discussed how this phenomenon
may provide explanations for past and future
trends. Specifically, we have identified the postwar
baby crop as being a major component of the
population, which will have a significant impact on
social trends during the next few decades as its
members proceed from infancy to adulthood, and
then to old age. In this issue we will look more
closely at this segment of our population to see how
it differs from (or resembles) other generations at
comparable periods in their lives.
Before looking at the specifics, let's review some

of the characteristics of the postwar baby crop.
Even though there is some disagreement, most
experts include in this group persons born between
1946 and 1964. Using this definition, the postwar
baby crop represents about 40 percent of the
current population in the United States. Also, it
represents roughly 50 percent of the adult popula
tion — those sixteen years of age and older in 1980.
We won't have figures for Montana until the 1980
Census is released, but secondary data indicate that
the percentages for the state are close to those for
the nation. In other words, here in Montana the
postwar baby group consists of roughly 300,000
persons, as compared to a total 1980 population of
approximately 750,000 persons.
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Beginning in 1946, the number of births each year
increased gradually and reached a peak in 1957,
declined slightly during the early 1960s, and then
dropped precipitously after 1964. During 1970,
therefore, those in the postwar baby crop were six
to twenty-four years old; those born in 1957 were
thirteen years of age. Similarly, in 1978, these
persons were fourteen to thirty-two years old, with
those born in the peak year being twenty-one years
old. Finally, those in this group will be twenty-one
to thirty-nine years old, with the peak at twentyeight years of age, during 1985.

Work habits
One of the persistent stereotypes of the postwar
generations is that they lack the traditional
American work ethic. Table 1 presents labor force
participation rates for selected age groups for
various years since 1950. These figures represent
the percentage of the persons in the age group who
were in the labor force during the year; that is, it
also includes students, who may have worked for
only a portion of the year.
Looking first at males, the data suggest that there
has been little change in labor force participation
since 1950. Notice that the figures for eighteen and
nineteen year olds are the most volatile, ranging
from a high of 79 percent in 1950 to just under 70
percent in 1970. This variation probably reflects

changing business conditions; jobs for this age
group are sensitive to the business cycle. With the
exception of these two extremes, the labor force
participation rate for eighteen and nineteen year
old males has consistently been within the narrow
range of 73 to 75 percent.
The labor force participation rate for males
twenty to twenty-four years old ranged from about
86 to 87 percent during the 1970s, as compared to
about 90 percent in 1950 and 1960. This slight
decline must be interpreted with caution; it may
reflect short-range economic conditions. Finally,
the participation rate for males twenty-five to
thirty-four years old experienced only a modest
decline of one percentage point after 1970—when
the oldest of the postwar babies began entering this
category.
The real news concerning labor force participa
tion centers on women; they have been entering
the labor force in ever-increasing numbers. The
participation rate for women eighteen and nine
teen years old jumped almost ten percentage
points between 1970 and 1978, from about 54
percent in 1970 to more than 62 percent in 1978.
Similarly, the rate for women twenty to twenty-four
years old increased from about 58 percent in 1970 to
almost 69 percent in 1978. It has not been just young
women who have entered the labor force. Notice
that the participation for women twenty-five to

Table 1
Labor Force Participation Rates, by Age and Sex
Selected Years, United States
1950 to 1978
(In Percentages)

* 173
0419:

.154:
8
0419:

* 173
0419:

-46154:
8
0419:

8
0419:

*

I960

90.2

86.6

*

*

8 924

24

8
0419:

*
*
*
*

96.6

*

36.0

*
60.6

65.2
*

6 2 .2

Employment and Training Report o f the P resident, 1979

Is There a Generation Gap1/Paul E. Polzin

thirty-four years old increased from 36 percent in
1960 to 45 percent in 1970—well before the postwar
babies entered these age groups.
Putting it all together, the data suggest that
proportionately more of the postwar baby crop is in
the labor force than the preceding generation. The
proportion of males in the labor force has remained
relatively stable, with females accounting for most
of the growth.
Not only are young people working, but they
appear to be happy with their work. Table 2
summarizes the percentage of workers by age
category. These figures should be interpreted with
caution because they combine the survey
responses to very general questions; nevertheless,
they are useful in indicating the overall attitude of
workers toward their jobs. These statistics suggest
that, in general, older workers are more satisfied
than younger workers with their jobs. For example,
the 1978 figures are 83 to 84 percent for workers
eighteen to twenty-nine years old, compared to
more than 90 percent for workers forty years of age
and older. But, with the exception of workers fifty
years old and over, there appears to be a persistent
upward drift in the percentage of satisfied workers,
with the trend most noticeable among the young.
For example, the percentage of satisfied workers
among twenty-one to twenty-nine year olds rose
from 74 percent in 1962 to 84 percent in 1978.
In summary, young people of today appear to be
traditional in the manner they make their living. For
the most part, they are working and are happy with
their work. There is greater labor force participa
tion among these persons primarily because of the
larger proportion of women who work.

Political activities
The 1960s and early 1970s were periods of unrest.
There was turmoil on college campuses and
elsewhere as many young people expressed
concern about issues such as the environment and
social justice. There were predictions of greater
political awareness and participation when these
activists reached voting age. In order to investigate
this prediction, table 3 presents data on the
percentage of persons in various age categories
who registered to vote and who voted during
elections from 1968 to 1978. There are, of course,
many ways in which an interest in politics may be
expressed, but a change in voting behavior
provides one measure of the changes in political
awareness and activism.
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Table 2
Satisfied Workers as Percent of Total Workers, by Age
United States
1962 to 1978
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“ These figures indicate that, in
general, a greater percentage of the
older age groups register to vote and
actually vote.”
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Voters and Registered Voters, United States
1968 to 1978
(In Percent of Voting Age Population)
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Looking at the figures in table 3, the first thing to
notice is the differences between presidential
election years (1968,1972, and 1976) and the other
election years; in each case, a greater percentage of
the eligible population registered and voted during
presidential election years. Keeping in mind the
effects of presidential elections, the data do not
suggest increased political participation by young
people. The figures for eighteen to twenty year olds
should be interpreted with caution because of the
significant changes in voter eligibility for this age
group between 1968 and 1978. Looking at persons
twenty-one to twenty-four years old, about 56
percent were registered to vote in 1968. This figure

voted, as compared to more than 58 percent of the
forty-five to sixty-four year olds. But, the trend in
these percentages is remarkably similar for most of
the age groups; the proportion of the population
registering to vote and voting declined slightly
during presidential election years between 1968
and 1976, while this figure remained relatively
stable or increased slightly during the off-year
elections of 1974 and 1978. In other words, the
trend in voting behavior for twenty-one to twentyfour year olds, an age category which was
dominated by the postwar baby crop after 1970, was
not significantly different from that of the other age
groups.

Summary

increased slightly to over 59 percent in 1972, but
then declined to just under 55 percent in 1976. In
the nonpresidential election years, slightly over 45
percent registered to vote in 1975 and ap
proximately 45 percent were registered to vote in
1978. The portion of twenty-one to twenty-four
year olds who reported voting in presidential
elections declined slightly from 51 percent in 1968
to just under 51 percent in 1972, and then dropped
further to 45 percent in 1976. In the off-year
elections of 1974 and 1978, about 26 percent of this
age group reported that they voted.
These figures indicate that, in general, a greater
percentage of the older age groups register to vote
and actually vote. In 1978, for example, about 26
percent of the twenty-one to twenty-four year olds
5 2 *!

The data presented here suggest that the postwar
baby crop does not significantly differ from
previous generations in terms of work habits and
voting behavior. This does not suggest that those in
this group are a mirror image of the rest of the
population; the “ generation gap" has certainly not
disappeared since 1970. The differences between
generations are often in terms of attitudes, which
are very difficult to measure objectively. There is
good reason to believe that those in the postwar
baby c ro p -ju st as those who grew up during the
Depression or World War II—will have their own
distinctive characteristics. But, we must distinguish
between differences in attitudes and differences in
behavior; the former may not necessarily lead to
the latter.
□
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